
• California reported slightly stronger year-over-year job
gains of 1.6 percent in third quarter 2005 which just
trailed the national growth rate of 1.7 percent. Recently
released wage data for first quarter 2005 show that wage
growth outpaced job gains, but still trailed the national
growth rate of 2.2 percent.

• Recent job growth was led by the construction sector,
which reported annual wages near the state average of
$44,600 (see Chart 1).

• Going forward, hiring in the higher-paying information
and financial services sector will likely continue to boost
overall state wages.

• Overall forecasts indicate that California job growth will
match the nation through 2006.1

California residential markets remain strong although home
price growth has slowed.

• During third quarter 2005, year-over-year home price
growth in California slowed to 19.3 percent, down from
25.9 percent in the second quarter but still ahead of the
national rate of 12.0 percent.2

• In September, the supply of homes for sale in several
California markets was above year-earlier levels (see Chart
2).

• DataQuick reported that October home sales in California
were down 1.1 percent from 2004. In the Bay Area, sales
declined for the seventh straight month and fell 6 percent
from 2004.3

• During the three months ending in October, new home
sales in the Sacramento area fell 40 percent compared
with 2004—the sharpest annual decline in the past 15
years.4

1
Forecast data from Moody’s Economy.com.

2
Based on data from the Office of Federal Housing Enterprise Oversight.

3
The Bay Area includes the Napa, Oakland, San Francisco, San Jose, Santa Rosa and Vallejo

markets.
4
Andrew LePage, "Sales of New Homes Plummet," Sacramento Bee, November 15, 2005.
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Chart 1: California Job Growth Was Centered in
Average-Paying Industry Sectors

Note: Sectors sorted by average 2004 annual wage (shown in parentheses)
* Change calculated for the year ending third quarter 2005.
Source: Bureau of Labor Statistics
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Chart 2: Unsold Residential Properties Increased
Primarily in Northern California Cities

Source: California Association of Realtors (September of each year)
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Chart 3: Bay Area Office Market Rents Remain
Well Below Prior Cyclical Peaks

Prior Peak

Office Rent per Square Foot
Note: Prior cyclical peaks for all but Sacramento occurred during 2000 and 2001.
Source: Torto Wheaton Research
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Commercial real estate conditions continue to improve.

• Third quarter 2005 industrial and office vacancies and
rents improved year-over-year in most major California
markets. However, the recovery lagged in the Bay Area,
where office vacancy rates continued to hover above 14
percent and office rents remained well-below previous
cycle peaks (see Chart 3).

• Third quarter apartment vacancies and rents improved
in most major California markets due to constrained
supply. This reflects, in part, a developer preference for
building condominiums, particularly in San Diego.

Strong population growth propelled banking activity.

• California, which had the 13th fastest population growth
rate in the nation between 2003 and 2004, added 198
banking offices between June 2004 and June 2005 and
ranked tenth nationally in office growth.

• During the year ending June 2005, most new offices were
opened in the Los Angeles, Santa Ana, Riverside, and
San Diego metropolitan areas. Despite recent branching
activity, counties in Southern California and the Central
Valley tended to report above average ratios of residents
per banking office (see Map 1).

• As of June 2005, out-of-state institutions held 40 percent
of deposits in California branches, compared with only
25 percent five years ago. This is a reflection of both new
entrants and industry consolidation.

Bank and thrift earnings performance strengthened.

• Third quarter 2005 earnings improved significantly
year-over-year, driven primarily by net interest margin
expansion. California-based institutions reported the sixth
highest median pre-tax return on assets ratio nationally.

• Rising short-term interest rates benefited California banks,
which increased to 48 percent the share of assets
scheduled to reprice within three months (see Chart 4).
Nationwide, 25 percent of bank assets were set to reprice
within a similar timeframe.

• Profitability was also boosted by strong credit quality.
About 31 percent of institutions reported no provision
expenses during third quarter 2005, up from 26 percent
during the same period last year.

Problem loan ratios remained low.

• California ranked fourth lowest among the states for
past-due loans in third quarter 2005, in large part because

25 percent of institutions reported no delinquencies,
compared to 6 percent nationally (see Chart 5).

• Improved economic fundamentals and strong loan growth,
especially in traditionally higher-risk commercial real
estate (CRE) and commercial and industrial loans, may
have helped ease delinquencies. Despite loan growth,
concentrations of CRE loans to Tier 1 capital moderated
slightly year-over-year to 424 percent, but still ranked
fourth highest in the nation.

Sources: FDIC, Moody's Economy.com

Map 1: Southern and Central California Counties
Reported More Residents Per Banking Office
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*Based on an average of counties.
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Chart 4: An Increasing Share of California Bank
Assets are Adjustable Rate or Short-Term

200520042000

Note: Loans and securities are shown by reported repricing and/or maturity. Fed funds sold and
interest-bearing deposits at other banks are assumed to reprice within 3 months.
Source: FDIC (Call Report filers only, September of each year)
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Chart 5: Most California-Based Institutions
Reported Low Delinquency Ratios

Note: Includes loans past due 30 days or more or on nonaccrual status.
Source: FDIC (September of each year)

S
ha

re
of

In
st

itu
tio

ns
(%

)

California Nation

Total Past-
Due Loan

Range

WINTER  20052FEDERAL DEPOSIT INSURANCE CORPORATION

State Profile



California at a Glance
ECONOMIC INDICATORS (Change from year ago, unless noted)

20032004Q3-04Q2-05Q3-05Employment Growth Rates

-0.5%1.0%1.5%1.7%1.6%Total Nonfarm (share of trailing four quarter employment in parentheses)
-5.5%-1.0%0.2%0.2%-0.1%  Manufacturing (10%)
2.7%6.4%6.9%6.0%6.7%  Other (non-manufacturing) Goods-Producing (6%)
0.3%1.5%2.0%1.9%1.5%  Private Service-Producing (67%)

-0.9%-1.5%-1.4%0.1%0.8%  Government (16%)
6.86.26.15.45.2Unemployment Rate (% of labor force)

20032004Q3-04Q2-05Q3-05Other Indicators

3.2%6.6%6.2%6.5%N/APersonal Income 
15.4%8.8%11.0%2.4%4.9%Single-Family Home Permits
34.7%15.3%27.2%-9.7%0.6%Multifamily Building Permits 
2.2%5.6%-7.2%0.9%4.8%Existing Home Sales

12.3%22.4%28.2%25.9%19.3%Home Price Index
4.073.443.223.844.66Nonbusiness Bankruptcy Filings per 1000 people (quarterly annualized level)

BANKING TRENDS

20032004Q3-04Q2-05Q3-05General Information

318296301299296Institutions (#)
962,977838,944794,440917,783629,125Total Assets (in millions)

4339424848New Institutions (# < 3 years)
2223232524Subchapter S Institutions

20032004Q3-04Q2-05Q3-05Asset Quality

0.590.320.350.330.37Past-Due and Nonaccrual Loans / Total Loans (median %)
1.281.221.221.211.21ALLL/Total Loans (median %)
3.213.133.424.394.39ALLL/Noncurrent Loans (median multiple)
0.020.000.000.000.00Net Loan Losses / Total Loans (median %)

20032004Q3-04Q2-05Q3-05Capital / Earnings

9.129.589.529.619.77Tier 1 Leverage (median %)
1.071.121.151.251.29Return on Assets (median %)
1.601.701.791.962.00Pretax Return on Assets (median %)
4.364.374.474.714.86Net Interest Margin (median %)
5.615.485.546.246.54Yield on Earning Assets (median %)
1.181.031.041.491.73Cost of Funding Earning Assets (median %)
0.150.140.120.140.13Provisions to Avg. Assets (median %)
0.660.570.530.490.48Noninterest Income to Avg. Assets (median %)
3.363.333.223.253.22Overhead to Avg. Assets (median %)

20032004Q3-04Q2-05Q3-05Liquidity / Sensitivity

67.470.069.070.069.4Loans to Assets (median %)
20.420.719.722.122.6Noncore Funding to Assets (median %)
17.314.115.111.611.2Long-term Assets to Assets (median %, call filers)
101106103115117Brokered Deposits (number of institutions)
3.33.13.23.33.5  Brokered Deposits to Assets (median % for those above)

20032004Q3-04Q2-05Q3-05Loan Concentrations (median % of Tier 1 Capital)

96.995.990.796.891.5Commercial and Industrial
434.6434.1438.4432.9424.4Commercial Real Estate
55.168.365.367.464.8  Construction & Development
15.220.018.616.714.7  Multifamily Residential Real Estate

269.2265.7265.0255.8252.3  Nonresidential Real Estate
52.651.953.852.245.4Residential Real Estate
8.56.26.26.05.4Consumer
0.00.00.00.00.0Agriculture

BANKING PROFILE

Institutions

Asset

Distribution

Deposits

($ millions)

Institutions in

MarketLargest Deposit Markets

155 (52.4% )< $250 million271,957160Los Angeles-Long Beach-Santa Ana, CA
74 (25% )$250 million to $1 billion170,86685San Francisco-Oakland-Fremont, CA

57 (19.3% )$1 billion to $10 billion57,99823Stockton, CA
10 (3.4% )> $10 billion49,75448San Jose-Sunnyvale-Santa Clara, CA

46,56067San Diego-Carlsbad-San Marcos, CA
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